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l. PURPCSE

This Administrative Directive advi ses social services districts of
a change in met hodol ogy necessary to correctly cal cul ate the anount
Medi cal Assistance (MA) will pay in situations in which the client
liability exceeds the MA rate but is less than the private pay rate
for a hospitalization.

A budgeting net hodol ogy has al ready been established in situations
in which the client liability exceeds the MA per dien rate but is
| ess than the private pay rate for a hospitalization (Watkins
cases). Thi s nmethodol ogy, outlined in 80 ADM 73, "Treatnent of
Excess I nconme and Catastrophic Budgeting", is still in effect for
excess income cases, and is restated in this Directive.

The budgeting nethodology for cases where paynent is based on
Di agnostic Related G oups (DRGs) has not previously been
addr essed. This Directive al so expl ai ns budgeting procedures for
t hese cases.

BACKGROUND

The procedures for calculating the anmount MA will pay in situations
in which the client liability exceeds the MA per diemrate but is
| ess than the private pay rate for a hospitalization, as outlined
in 80 ADM 73 (Watkins v. Toia) remain effective. MA per diemrates
are still utilized in exenpt hospitals, or units of hospitals such
as those specifically designated as psychiatric, rehabilitation,
al coholi smrehabilitation, cancer, or AlDS.

The procedures invol ve: calculating the average private rate per
diem calculating the nunber of private pay per diens fully covered
by the client liability and applying the renainder of the

liability, if any, to the leftover days to be paid by MA; entering
on the Principal Provider Subsystemthe specific hospital days to
be covered by MA and the remainder of the liability, if any.

Since January 1, 1988, DRGs have been used instead of a per diem
rate to calculate the MA paynent anbunt for nost hospital stays
(except as noted above). The DRGrate is a case paynent rate based
on the principal diagnosis. The nunber of hospital days are not
needed to calculate the portion of a hospital bill to be paid by
MA; there are no partial days to be calculated; and entering the
actual client liability on the Principal Provider Subsystem will
not result in the correct MA paynent anount.

Therefore, the procedures for calculating the anount MA would pay
in situations of this type are no |onger viable when the client
liability exceeds the MA DRG Case Paynent but is less than the
private DRG rate for a hospitalization.
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[, PROGRAM | MPLI CATI ONS
When determining the anpbunt of the MA paynment towards the cost of
in-patient care in a hospital, social services districts nust take
into account the excess incone of the patient in relation to both
the MA rate of paynent and the private charges incurred by the
patient. The paynment rate utilized by the hospital will determne
t he budgeti ng net hodol ogy to be used.

I V. REQUI RED ACTI ONS

NOTE: The followi ng budgeting procedures pertain only in
situations in which the client liability exceeds the MA rate, but
is less than the private pay rate.

A Eligibility staff nust use the following procedures when
determining eligibility for persons with in-patient stays in
hospital s which use Private Rate Per Diens:

1. The total private charges nmust be averaged for the length
of stay. The length of stay extends fromthe date of
admi ssion until the date of discharge fromthe hospital.

2. When an average daily private charge for a stay is
obtai ned, the excess incone liability of the patient for
six nonths is applied toward these charges. Any ot her
nmedi cal bills, either paid or unpaid should also be
considered to reduce the client excess incone liability
at this point. For clarification of what bills may be
used to reduce the client's liability please see 87 ADMV
4, "Excess Incone Program Information and Adm nistrative
Control s".

3. Once the patient's liability is applied against the
average daily private charge, the balance of the Iength
of the stay is payable at the MA per diemrate.

4, In the event that the patient's liability is not equal to
a full day's average private charges, the remaining
excess incone liability nust be applied to the follow ng
day's average private charge.

MA paynent may be nmade up to the MA rate for the margi nal day
only if the remaining excess is |less than the MA rate for that
day's care.

Pl ease see Attachnents 1 and 2, for an exanple of the private
rate per di em nethodol ogy. Attachnent 3 is a bl ank worksheet
which nmay be reproduced by the district. Attachment 6 is
claimng formUBF-1, using exanple 1 for private pay rate per
di em cases.
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B. Eligibility staff nust use the following procedures when
determining eligibility for persons with in-patient stays in
hospital s using the MA DRG Case Paynent

1. Determine the client's six-nmonth excess i ncome
liability.

2. Determi ne the percentage of the hospital stay to be
covered by the client six-nbnth excess i ncone
liability by dividing the client's liability by the
private pay charges.

3. Multiply the client liability percentage by the DRG
case paynent ampunt to obtain the adjusted client
liability.

4. Enter this anpbunt as the Available Amount in the
Principal Provider Subsystem (PPS). Pl ease not e:
the amount entered in the PPS will be different from
the client's actual liability. Soci al services
districts nmust ensure that the case record, client
notices, and the notice to the hospital reflect the
actual liability.

5. Enter the actual dates of service in the PPS.

6. Instruct the hospital to enter the adjusted client
liability figured above as the surplus on the UBF-1
claimng form(Field 157), and conplete the rest of
the claimformaccording to normal procedures.

See Attachment 4 for an exanple of the DRG Case Paynent
nmet hodol ogy, and Attachnent 5 for a bl ank worksheet which may
be reproduced and used by the district.
V. SYSTEMS | MPLI CATI ONS
None
VI EFFECTI VE DATE

The effective date of this release is Decenber 1, 1990, retroactive

to:

- Decenber

19, 1980 for budgeting cases for hospitals using

Private Rate Per Diens, and

- January 1, 1988 for hospitals utilizing a DRG Case Paynent

Jo- Ann A. Costantino
Deputy Conmi ssi oner
Di vi sion of Medical Assistance



ATTACHVENT 1

MA PER DI EM RATE - EXAMPLE

An applicant for Medical Assistance (MA) is found to have a six-nobnth excess
income liability of $1,350 toward the cost of his in-patient hospital care.

The client was admtted on January 1, and discharged on January 7. The
total of the private charges for his in-patient hospital stay of six days is
$1, 800. This includes the rate for a senm-private roomand ancillary
charges for pharmacy itens and | aboratory tests. The average of the room

rate plus ancillary nedical charges* on a daily basis over the |ength of
stay is $300. The MA rate is $200 per day.

Prior to the Watkins court case this applicant would have been eligible for
VA, but not eligible for MA paynent for his hospital care. The applicant
was liable for the entire $1,800 hospital bill, even though he was only
determned by MA standards to have an excess incone liability of $1, 350,
which is greater than the MA rate of $1, 200.

Following is the breakdown of the client's liability under the MA per diem
rat e net hodol ogy:

Client is responsible for days one
through four of the stay at $300
average private charges = $1, 200

Client is responsible for $150 for
day five = $ 150
Total Patient Liability $1, 350

This is equal to the applicant's six-nmonth excess inconme liability.

*Charges for non-nedical itens such as tel ephone and television are not
included in the average daily private charges.

The MA programis responsible for
the bal ance of day five up to the
MA rate of $200 per day = $ 50

The MA programis responsible for

day six at the MA per diemrate for

the hospital ** ($200 per day) = $ 200
Total MA Liability $ 250

The reci pient then becones eligible for full MA coverage for six
nmont hs.

Pl ease see Attachment 2 for a worksheet using this exanple and
Attachnment 3 for a blank worksheet that nmay be utilized by the
district.

**The day of discharge is not included in the count for conputation
pur poses, since the |last day does not include a day of in-patient
care.



ATTACHVENT 2

WATKI NS CALCULATI ON WORKSHEET FOR
PER DI EM RATE HOSPI TAL STAYS - Exanpl e

Enter client's liability. $1,350 A
What is the total MA rate? $1,200 B
What is the total private rate? $1,800 C

If the applicant's liability for his/her cost of care (figure A) is nore
than the MA rate (figure B) but less than the private rate (figure O,
this is a Watkins situation; proceed bel ow.

What are the dates of hospitalization? Jan 1 - Jan 7 D
These dates represent how nmany days of in-patient care? 6 E
(The MMS will reduce the seven day stay to six

to reflect the fact we do not pay for the day
of discharge.)

Divide the private per diemrate (figure C by the nunber of
days of hospitalization (figure E) to get the
average private daily rate. $1,800 =

|
(2}
1

$300 F.

Divide the MA rate (figure B) by the nunber of
days of hospitalization (figure E) to get the

average MA daily rate. $1,200 + 6 = $200 G

Divide the client liability (figure A) by the
average private daily rate (figure F). $1,350 + 300 = 4.5 H

Enter the whol e nunber fromfigure H

This represents the nunber of days the applicant
is responsible for at the private rate.

Enter the dates the client is responsible for
at the private rate. Jan 1 - Jan 4 J.

The next day (the day with the remainder) re-
presents the "split day", enter the date of
this margi nal day. Jan 5 K

Mul tiply the nunber of days of client
responsibility (figure I) tines the average
private rate (figure F). 4 x $300 = $1,200 L
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PAGE 2
CONT' D
M  Subtract the anpbunt in figure L fromthe client's liablity
(figure A). $1, 350
(This anpbunt is the balance of the client's -$1, 200
liability to be applied to the "split day".) $ 150 M
Instruct the hospital to bill the recipient for the nunber of days and

anbunt responsible at the private per diemrate (figures | and L) plus the
remai ning available income applicable to the "split day" (figure M.
Client's total liability (figures L plus M is equal to the applicant's
liability toward the cost of his/her care (figure A). Pl ease note, actual
dates of service are entered in the PPS.



ATTACHVMENT 3

WATKI NS CALCULATI ON WORKSHEET FOR
PER DI EM RATE HOSPI TAL STAYS

Enter client's liability. A
What is the total MA rate? B.
What is the total private rate? C.

If the applicant's liability for his/her cost of care (figure A) is nore
than the MA rate (figure B) but less than the private rate (figure O,
this is a Watkins situation; proceed bel ow

What are the dates of hospitalization? D.

These dates represent how many days of in-patient
care? E.

(The MMS will reduce the in-patient day stay by one day
to reflect the fact we do not pay for the day
of discharge.)

Divide the private per diem (figure C by the nunber of
days of hospitalization (figure E) to get the
average private daily rate. F.

Divide the MA rate (figure B) by the nunber of
days of hospitalization (figure E) to get the
average MA daily rate. G

Divide the client liability (figure A) by the
average private daily rate (figure F). H.

Enter the whol e nunber fromfigure H

This represents the nunber of days the applicant
is responsible for at the private rate.

Enter the dates the client is responsible for
at the private rate. J.

The next day (the day with the remainder) re-
presents the "split day", enter the date of
this margi nal day. K.

Mul tiply the nunber of days of client
responsibility (figure I) tines the average
private rate (figure F). L.
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CONT' D
M  Subtract anmount in figure L fromthe client's liability
(figure A).
(This anpbunt is the balance of the client's
liability to be applied to the "split day".) M
Instruct the hospital to bill the recipient for the nunber of days and
anobunt responsible at the private rate (figures | and L) plus the renaining
avai l abl e i ncone applicable to the "split day" (figure M. Client's tota
liability (figures L plus M is equal to the applicant's liability toward
the cost of his/her care (figure A). Pl ease note, actual dates of service

are entered into PPS.



ATTACHVENT 4

WATKI NS CALCULATI ON WORKSHEET
FOR DRG CASE PAYMENT HOSPI TAL STAYS - Exanpl e

An MA applicant was hospitalized from February 8 through February 18, 1989.
The bill anmounted to $2, 000. The client applies for MA and the socia
services district determines that the client's six-nmonth excess incone

liability is $1,610. The MA DRG case paynment amount for the bill is $1, 000.
A. Total private pay charges: 2000. 00
B. dient liability: (Six-nmonth excess incone) 1610. 00
C. DRG case paynent anount: 1000. 00

D. dient liability percentage:
(Divide the client liability (figure B) by
the private pay charges (figure A).) 80.5 %

E. Adjusted Cient liability to enter on
Princi pal Provider Subsystem (PPS)

(Multiply figure D by figure C.) 805. 00
Note: The amount entered in the PPS will be different fromthe client's
actual liability. The case record, client notices, and the notice to
the hospital should reflect the actual liability.

F. Instruct the hospital to enter the adjusted client liability figure

(figure E) on the UBF-1 formin field 157 as the surplus, and to
conplete the rest of the claimformaccording to nornmal procedures.

Not e: The hospital wll be paid the difference between figure C and
figure E, or $195 which added to the actual client liability of $1610
will total $1805. This anobunt is greater than the client's Iliability,

but less than the private rate.



ATTACHVMENT 5

WATKI NS CALCULATI ON WORKSHEET
FOR DRG CASE PAYMENT HOSPI TAL STAYS

Total private pay charges:

Client liability: (six nonth excess)

DRG case paynent anount:

Client liability percentage:
(Divide the client liability (figure B) by the
private pay charges (figure A).)

Client liability to enter on the
Princi pal Provider Subsystem (PPS):
(Multiply figure D by figure C.)

Not e: The ampunt entered in the PPS wll be different from the
client's actual liability. The case record, «client notices, and the
notice to the hospital should reflect the actual liability.

Instruct the hospital to enter the adjusted client liability figure
(figure E) on the UBF-1 formin field 157 as the surplus, and to
conplete the rest of the claimformaccording to nornmal procedures.



